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Strength in a Changing World 


Two forms of strength are at work and at 
war in the world. 

The first is the brute force of totalitarianism 
which denies man’s individuality and his intrin- 
sic value except as an instrument of the state. 

The second is the moral force of freedom 
which affirms man’s individuality and relegates 
the state to the role of serving man. 

Both undeniably have achieved success: 
Communism, in conquering or subverting 900 
million people; Freedom, in serving as a guiding 
principle behind most of today’s national move- 
ments for independence. As our DEFENSE 
QUARTERLY authors clearly and repeatedly 
indicate in the following pages, the battle can 
be expected to go to whichever system can best 
demonstrate its ability to satisfy mankind’s 
needs. 

Because so much of the battle has shifted 
from the purely military front to the wider 
arena of economic-technological competition, 
the Free World businessman finds himself 
irrevocably committed. The world watches to 


Five or six great social philosophies are at 
struggle in the world for ascendancy. 

The partisans of some of these other brands 
of social schemes challenge us to comparison; 
and some of their partisans even among our 
own people are increasing in their agitation 
that we adopt one or another or parts of their 
devices in place of our tried individualism. 

If we examine the impulses that carry us 
forward, none is so potent for progress as the 
yearning for individual self-expression, the 
desire for creation of something. Perhaps the 
greatest human happiness flows from personal 
investment. Here lies the great urge of the con- 
structive instinct of mankind. But it can only 
thrive in a society where the individual has 
liberty and stimulation to achievement. 

The superlative value of individualism 
through its impulse to production, its stimula- 
tion to invention, has so far as I know, never 
been denied. So long as we maintain our indi- 
vidualism we will have increasing quantities to 
share and we shall have time and leisure and 
taxes with which to fight out proper sharing of 
the “‘surplus.”’ 

But those are utterly wrong who say that 
individualism has as its only end the acquisition 
and preservation of private property—the 
selfish snatching and hoarding of the common 


*AMERICAN INVIDUALISM, by Herbert Hoover. Copyright 1922 by Doubleday & Co., Inc. Copyright renewed 1950 by Mr. Hoover. 


see whether his goods and services—whether 
his methods of R&D and production, of 
marketing and finance—or those of the Com- 
munist state—can best satisfy the rising aspira- 
tions of the world’s newly developing nations. 

The advantage of freedom over all other 
systems was stated after World War I by 
former President Herbert Hoover. That ad- 
vantage lies in the strength of the individual vs. 
the despotism of the state. Mr. Hoover’s thesis 
on “American Individualism”’* was published by 
Doubleday and Company, Inc. in 1922, when 
Communism was in its early stages of bloody 
revolution: two decades before the Nazi holo- 
caust of World War II, a full generation before 
the crimes of modern Communism which 
extend from Korea to Budapest and from Cuba 
to Laos. 

The nature of conflict may change, but the 
basic strengths of man do not; hence the 
following principles expressed nearly 40 years 
ago by Mr. Hoover emphatically apply to our 
changing world today: 


product. Our American individualism, indeed, 
is only in part an economic creed. It aims to 
provide opportunity for self-expression, not 
merely economically, but spiritually as well. 

Our American demand for equality of oppor- 
tunity is a constant militant check upon capital 
becoming a thing to be feared. 

Individualism has been the primary force of 
American civilization for three centuries. The 
American pioneer is the epic expression of that 
individualism, and the pioneer spirit is the 
response to the challenge of opportunity, to the 
challenge of nature, to the challenge of life, to 
the call to the frontier. There will always be a 
frontier to conquer or to hold as long as men 
think, plan, and dare. The days of the pioneer 
are not over. There are continents of human 
welfare of which we have penetrated only the 
coastal plain. 

Progress will march if we hold an abiding 
faith in the intelligence, the initiative, the 
character, the courage, and the divine touch in 
the individual. We can safeguard these ends if 
we give to each individual that opportunity for 
which the spirit of America stands. We can 
make a social system as perfect as our genera- 
tion merits and one that will be received in 
gratitude by our children. 

Herbert Hoover 
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BLUEPRINT FOR 


by ambassadorial representatives to the U.S. from Ecuador, Pakistan, 


During his inaugural address, President 
John F. Kennedy stated: 


“My fellow citizens of the world: ask 
not what America will do for you, but 
what together we can do for the free- 
dom of man.” 


To obtain a representative world re- 
sponse, the Defense Quarterly went to 
ambassadors and other key Washington 
representatives of developing nations 
around the globe. 


Their responses—some by interview, 
some by direct statement—perhaps provide 
a framework in which can be built perma- 
nent Free World strength. 


Wide World 
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WORLD PROGRESS 


Venezuela, Cambodia, Peru, Ghana, Tunisia, Bolivia, India, and Nigeria. 


ECUADOR 


Dr. Alejandro T. Ponce L.—Ambas- must be given the opportunity to work, thereby 
sador to the U.S. Ecuador's Minister becoming a productive and consuming element. 
of National Defense, 1955-56. Active Doctor Velasco Ibarra, chosen by popular 
in Government since 1934, with — election and now serving his fourth (though not 
phasis on economic and financial mat- ai : 

consecutive) term as President of Ecuador, has 


ters. Past positions include: Council ‘ ; ale 
, , : proclaimed as the basic plan of his Govern- 
President of Guayas Province; Director ¢ 
ment: 


of the Mortgage Bank of Ecuador, es : 
Notional Development Bank, and the (1) To combat illiteracy with more schools 


Provincial Bank of Guajas; delegate and teachers; 
to numerous economic conferences. (2) To develop a program of popular and 
sanitary housing; and 


“What are the minimum (3) To embark on a plan of public works 
a ‘ an oa and industrial and agricultural development in 
conditions under which the human 


Ecuador, thereby creating greater opportuni- 
being can consider himself free?” ties for work. 

President Kennedy’s words, at the same 

To work toward President Kennedy’s goal time, imply a grave responsibility for all those 

we must ask ourselves: ‘““‘What are the mini- directing public affairs. We must know how to 

mum and basic conditions under which the assume this responsibility and put all our heart 

human being can consider himself free?’”’ In my and enthusiasm in such a noble task as is the 
opinion, there are three: 1) He must not be true freedom of the human being. 

illiterate; 2) He must have shelter, and 3) He Let us make man, who was created by God 











in His image and likeness, achieve his goal in 
life, offering him opportunities for it, so that 
he may feel proud and worthy of having been 
born. 


PAKISTAN 


Aziz Ahmed—Pakistan's ambassador 
to the U.S. since 1959; has held some 
of his country's highest posts since 
Pakistan independence in 1947 in- 
cluding: Chief Secretary, Government 
of East Pakistan; Secretary to the 
Central (Federal) Cabinet; and Sec- 
retary General of Pakistan. Member 
of delegations to U.N. General As- 
sembly, Baghdad, SEATO, and CENTO 
conferences, plus many others. 





...our survival as a free nation 


hinges on the survival 


of the Free World.” 


We witness a global contest between freedom 
and totalitarianism at a decisive stage. The 
Free World has the resources to win this 
contest. Has it the imagination and the will? 

Pakistan, in population the fourth largest 
nation in the Free World, believes there is much 
we can do together for the freedom of man— 
from without and within. 

Without, we believe the free nations should 
stand together in the common defense to meet 
any external threat to their freedom. 

Within, we believe the free nations must 
work together to speed social and economic 
reform and lift the living standards in under- 
developed countries to meet the threat of 
internal subversion. 

In what way has Pakistan applied these 
concepts abroad and at home? 

Without: Pakistan is not unaware of the 
advantages of neutralism. But Pakistan be- 
lieves that freedom is indivisible, that our 
survival as a free nation hinges on the survival 
of the Free World. Accordingly, our 94,000,000 
people have unreservedly aligned themselves 
with the cause of freedom. In addition to its 
bilateral defense agreement with the United 
States, Pakistan is also associated with this 
country in CENTO, the collective security 
arrangement in the Middle East, and SEATO, 
the collective security arrangement in South- 
east Asia. Pakistan is the only Asian country 
which is a member of both CENTO and 
SEATO. Thus Pakistan is making its contri- 
bution to Free World security as a vital link 
in the defensive chain girdling South Asia. 
These strong bonds of friendship between 
Pakistan and the United States and their com- 
mitment to freedom will be strengthened fur- 


ther this November when President Moham- 
mad Ayub Khan makes his first visit to 
Washington as Pakistan’s chief of state to 
meet President Kennedy. 

Within: An essential function of the Free 
World’s system of alliances, is to provide a 
sense of security—-a shield behind which an 
under-developed nation such as Pakistan can 
promote social reform and economic growth. 
This we have done, and are doing. The Ayub 
Administration has, for example, implemented 
sweeping land reforms; instituted broad educa- 
tional, political, and economic reforms; pro- 
vided new incentives to free enterprise—both 
foreign and Pakistani. Indeed, in the economic 
sense, Pakistan has special meaning for the 
United States. In sharp contrast to the dis- 
couragement of private enterprise elsewhere by 
doctrinaire philosophies, Pakistan is today 
literally the largest showcase of private enter- 
prise in the under-developed Afro-Asian world. 
Above all, Pakistan has launched a second 
Five-Year Plan designed to take it nearer the 
stage when it will be able to sustain its eco- 
nomic growth from its own unaided resources 
without reliance on foreign aid. 

We are not asking what America can do for 
Pakistan, but what America can do for the 
Free World and herself. By helping under- 
developed countries such as Pakistan, the 
Free World helps itself. 


VENEZUELA 


Dr. José A. Mayobre—Ambassador to 
the U.S. and Chief Delegate to the 
Organization of American States. 
Former Minister of Finance of Vene- 
zuela, with an extensive private and 
government background as an econ- 
omist. Professor of Economic Analysis 
at Central University, Caracas, from 
1946 until Washington assignment. 
Published works include ‘‘The Cur- 
rent Economic Situation of Venezuela."’ 





“The system that will satisfy 


the greatest aspirations and ideals 


... Will finally prevail...” 


The first thing we have to do for the freedom 
of man is to study the grave and delicate 
problems and the responsibilities that our 
peoples face in this difficult hour for humanity. 

Rarely has a generation been faced, as is 
ours, by such decisions. Decisions that will 
determine the future of the world, for centuries 
to come. 

Today, totally different economic systems 
and political ideologies, philosophical and 


religious concepts fight for domination on a 
universal scale. The decisive battle is being 
fought in the field of political institutions, ideas, 
and economics, in the hope that it will not be a 
destructive war that will determine the victor. 
The system that will satisfy the greatest 
aspirations and ideals for the largest number of 
the earth’s inhabitants will finally prevail, and 
under this system our descendants will live. 
We face a challenge that can be conceived, not 
in the terms of a single nation or a single 
continent, but only in universal forms. 

To understand this situation and to find the 
solution for it, we must interpret its deep 
causes and know the basic reasons that are the 
root of the problems of mankind at this time, 
the middle of the twentieth century. 

A sense of frustration is apparent in our 
world today, and that frustration extends into 
our social, economic, and political fields. In the 
political field many countries have not yet 
definitely succeeded in establishing the regime 
of freedom, to which they have aspired through 
the centuries. 

Many countries have lived through long 
periods of oppression, and under this tyranny 
some of them are still living. The struggle for 
individual liberty, for the stability of repre- 
sentative democracy, for the rule of law and 
the respect for the rights of our neighbours, 
for political and social equality, is still, today, 
the goal towards which many countries of our 
universe are struggling. For this reason, one of 
the most important contributions for the 
freedom of man must be: to help those who 
have not yet consolidated their democracy, to 
attain it—and thus deny admittance to all who 
wish to impose (and try to impose) absolutism 
and tyranny. 

A further frustration in several countries is 
socio-economic. The world has experienced a 
slow and painful growth. Year after year the 
gap between the income and the conditions of 
the majority of the peoples of some countries 
and those enjoyed by the most advanced 
nations, becomes wider. For millions of people, 
the levels of nutrition, housing, education, and 
sanitation are so incredibly low as to be 
primitive. Unemployment or part-time em- 
ployment is a permanent condition for large 
masses of helpless people; and in the face of a 
demographic increase, new opportunities for 
work are limited. The situation thus becomes 
more serious every day. Opportunities are 
equally scarce for the educated groups, the 
professionals, the technicians, and the in- 
tellectuals. These facts, combined with a sense 
of poverty and insufficient development, have 
generated a mood of hopelessness which may 


easily lead the new generation to seek extreme 
solutions, even though such solutions would 
imply the sacrifice of human values that have 
been and are still, the heart and life of our way 
of thinking and feeling. 

A decisive attack on the causes of this situa- 
tion cannot be deferred—for the benefit of 
mankind and for the most important thing of 
all: Freedom of Man. 


CAMBODIA 


Nong Kimny—Ambassador to the U.S. 
and permanent representative to the 
U.N. since 1957. First government 
appointment in 1939 as Governor of 
the Province of Kompong Speu. Sub- 
sequent government assignments _in- 
clude: delegate to the Japanese Peace 
Treaty Conference in San Francisco, 
and Vice-Premier and Minister of 
Foreign Affairs prior to his present 
position. 


“...Wwe want to do things 





we can accomplish ourselves, 
within our own means.”’ 


Our whole foreign policy is based on the 
freedom and independence of man. So we have 
the same objectives as America. If in the im- 
plementation of this foreign policy, there have 
been some differences as to means of imple- 
mentation, in our opinion this does not detract 
from the final, common aims. 

You, as the greatest power in the world, 
follow the policy of countering the Com- 
munist ideology. Because we are a small 
country, living as we do at the frontiers of 
the Free World, we are convinced that our 
best interests command us to follow a policy 
of neutrality. When one speaks of neutrality 
these days, one must understand what kind 
of neutrality Cambodia is following. It is a 
genuine, strict, and independent neutrality, 
designed so that one side or the other cannot 
say that our neutrality is either pro-West or 
pro-East, and thus subject the whole principle 
to criticism. We believe that because we have 
been following this kind of neutrality, we are 
now at peace; while all the countries that sur- 
round us are having difficulty, particularly 
Laos and South Vietnam. 


Within this framework of neutrality, do you see 
areas where countries such as Cambodia, the 
United States, and many others can work together 
for the freedom of man? 


Yes. The area of world trade is one. We 
believe in the free exchange of goods, services, 








and products. But in the case of Cambodia, 
there is not very great interest or activity 
since we cannot export or import much. 

However, there is opportunity for business 
development; and since our country has be- 
come independent, we have tried time and 
again to encourage foreign capital to invest in 
Cambodia. Our national assembly has voted 
laws to give facilities to foreign capital that 
comes to Cambodia. But so far it seems that 
foreign capital is not attracted to our country, 
or for that matter, to Asiatic countries in our 
part of the world. 

Having been in the U.S. for a few years now, 
it is my observation that American capital 
currently has a better return in the U.S. or in 
Europe, and that is the main reason why 
businessmen do not go to Asia—at least to 
the part of Asia where we are. 


Do such things as President Kennedy's Peace Corps 
idea offer possibilities for helping to develop 
industry and economics in your country to the 
point where investment activity would prove more 
attractive? 


As I understand the aims of the Peace 
Corps, they are more in the field of education 
and culture, than in the field of industrial 
development. As I understand it, young 
American college graduates will go to coun- 
tries such as ours as teachers, nurses, engi- 
neers, agricultural engineers, and so forth. 

If the objective is to try to share information 
with each other so that we mutually might 
have new ideas on how to develop our econo- 
mies as well as our cultural exchanges, then I 
am all for the project. If the young men and 
women who would go to Cambodia would 
spend wisely their time in studying our people, 
our attitudes, our behavior, this would be 
all to the good and will enhance understanding 
between our two countries. (Personally, that 
is all I would ask of these young people. ) 


What opportunities exist in the field of cultural ex- 
changes? 


We favor an extensive exchange of cultural 
ideas. As President Kennedy said, there is no 
better means for countries like America to 
assist other countries than by developing edu- 
cation. We are a backward country and want 
to learn western techniques. That is why we 
send more and more students to the United 
States—why we have welcomed U.S. help in 
building technical schools and centers in 
Cambodia. We find that the U.S. government 
is very receptive to the idea, and we hope 
that some day this idea will come to fruition. 


Regarding this increased demand for cultural im- 
provement: doesn't this symbolize the rising de- 
mand by individuals all over the world for the 
better things of life? 


Definitely! This has been called the ‘‘revolu- 
tion of rising expectations’’—a universal feeling 
born of nationalism. It is the desire on the 
part of people in developing nations to tele- 
scope the long-time progress of the West into 
the shortest time possible. The living standard 
in our part of the world is very low, and all 
people want to achieve a better standard of 
living as soon as possible, with the help of 
modern technology and scientific achieve- 
ments. 

For instance, we are devoting more than 20 
per cent of our national income to education 
alone, because this is the key to our progress. 
Our number of schools has increased six or 
seven times during the past seven years. The 
number of children going to school has in- 
creased at least eight times during the same 
period. 


What other things are being done to meet the 
“revolution of rising expectations’’ in Cambodia? 


Instead of banking on a spectacular project, 
we try to carry out modest projects within 
our means. We build small plants, such as ply- 
wood factories, sugar refineries, and rubber 
plants, for the processing of raw materials 
which we have in abundance in our own coun- 
try. 

We do not indulge in prestige items, but 
instead we want to do things we can accom- 
plish ourselves, within our own means. We do 
not embark on projects for building steel mills 
or other such big plants as the ones found in 
industrial countries. We are growing slowly 
but surely. 

There is a great need for more power re- 
sources, and we would like to build hydro- 
electric power plants—one at the Mekong 
River and one in the southern part of the 
country. Preliminary studies are being carried 
out with the help of the United Nations 
Division of Technical Assistance, with special 
funds, and the cooperation of the four riparian 
countries—Cambodia, Thailand, South Viet- 
nam, and Laos. With the help of international 
organizations, such as the World Bank, we 
believe that in five or six years something con- 
crete will come of it. 


What are some of your predictions for Cambodia 
for the next five, ten, or fifteen years? 


We are now working on a five-year plan—a 
very modest one because we are counting 


the proper internal conditions...’ 


primarily on our own resources during that 
time. Our goal is to raise the national income 
by three per cent per capita each year. If this 
increase can be achieved, then we will go into 
another five- or six-year plan. 


Is there anything else we can do together? 


We have discussed economics, culture, and 
education. There is not much we can do in 
the area of military assistance because we do 
not believe in military development; we are a 
neutral country; we do not believe in power 
blocs. 

Weare for the freedom of man, independence, 
and democracy. We believe that our country has 
made great effort and great progress in the 
field of democracy. Whereas many of our 
neighbors adopt the policy of military alliances, 
we are adopting the policy of free elections, 
free society, free opposition. 

We believe in the United Nations because 
this represents the loftiest idea of man. If the 
United Nations did not exist in its present 
form, man would have to create something 
else. As it is, the United Nations stands as 
the defender of the smaller nations in the 
world, and we as a small nation stand behind 
it. 


PERU 


Fernando Berckemeyer—Ambassador 
to the U.S. since 1949. Member of 
Peru's diplomatic corps for over 30 
years. Previous posts include: Am- 
bassador to Great Britain, delegate 
to all General Assemblies of the 
U.N., Governor of Peru to Interna- 
tional Bank for Reconstruction and De- 
velopment, and Minister Plenipoten- 
tiary in Sweden. 





“....Ut is the responsibility of the 


recipient nations to create 


, 


In the world of today there exists a profound 
difference in the cultural and material levels 
of nations. It stands to reason that the few 
privileged and highly industrialized nations 
ought to engage in a concerted effort to assist 
the less favored nations in the present struggle 
for economic progress and social stability. 

In turn, it is the responsibility of the recipi- 
ent nations to create the proper internal con- 
ditions which alone can provide the structure 
for the best utilization of cooperation from 
abroad. 


Mr. Kennedy’s statement contains the 
fundamental principles that reciprocity is not 
merely the form but also the essence of con- 
structive international relationships. ‘“To- 
gether” implies that each part is expected to 
contribute its share to the common goal: 
national prosperity with individual freedom 
and technological advancement with due re- 
gard for the values of the spirit. Thus the 
great industrial powers will provide scientific 
and capital resources, while the rising nations 
will conceive and put into effect practical 
plans for economic and social developments, 
and undertake whatever internal reforms are 
necessary. Above all, unyielding work and 
even sacrifices will be required. Still more, 
all nations involved in this task of universal 
scope will need to give evidence of enduring 
patience and mutual understanding, the in- 
tangible but certainly not the least among the 
factors of success. 


A specific problem concerning U.S. eco- 
nomic policy in Latin America is this: unless 
our countries can count on a firm economy 
which will enable them to balance their 
budgets and carry on constructive programs 
of far-reaching possibilities, all aid given will 
be inadequate or worthless. Such a firm econ- 
omy largely depends on the stability of world 
prices of certain basic commodities. As is 
known, a large part of Latin American income 
is hinged on the prices of their export products. 
The matter of price stability in the world 
markets is truly a question of foremost im- 
portance to the Mutual Defense Program for 
Latin America. 


Another field which requires immediate 
and wholehearted action is the cultural and 
psychological factor. Effort must be exerted 
in this area if old and often baseless prejudices 
and misconceptions are to be abolished. Every 
program designed to foster true knowledge 
of national religious, intellectual, and artistic 
values will be contributing to mutual respect 
and therefore to worthwhile international 
understanding. In this respect it is gratifying 
to observe the very special priority given by 
Mr. Kennedy and his immediate associates 
to the cultural factor in Inter-American and 
world affairs. 


All of us in Latin America join the President 
of the United States in his fervent hopes that 
our common sacrifice will be crowned by the 
advent of peace in the world—of peace with 
freedom. 








GHANA 

William M. Q. Halm—Ambassador 
to the U.S. since 1959, immediately 
following service as Ghana's ambas- 
sador to Israel, his first diplomatic 
assignment. An extensive business 
background includes: Chairman of 
the Ghana Industrial Development 
Corp. and its 24 subsidiaries, first 


y President of the Black Star Shipping 
. Line, and service on several trade 
missions throughout the world. 


TUNISIA 

Dr. Salah Eddine El Goulli—AMinister 
Plenipotentiary to the U.S. since 1958, 
and Alternate Director of the Interna- 
tional Bank for Reconstruction and 
Development. A businessman and ex- 
pert on Tunisian economy and finance, 
he has conducted extensive research 
and studies, authored many published 
articles, and represented his country 
at several international conferences 
on the subject. 
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...most...countries possess 
the resources that are 


“International cooperation 
should work 





10 


needed for development. ..”’ 


We heartily embrace the concept embodied 
in President Kennedy’s invitation to the whole 
world to work in concert in order to achieve 
the freedom of man, rather than depend upon 
America alone to accomplish this objective. 
This statement could be construed as an 
attempt by the President to steer clear of the 
Cold War, as well as the injudicious policy of 
granting economic assistance to needy coun- 
tries with heavy political strings attached. 

While bilateral agreements still have an im- 
portant role to play in the efforts of the under- 
developed countries to bolster up the economy, 
we think it will also be appropriate for the 
major world powers to join forces for the crea- 
tion of a financial pool. Indigent countries 
can draw from this pool according to their 
needs, and in this way avail themselves of 
the assistance provided by these nations with- 
out any apprehension of external interference, 
or the infringement of their independence. 
Such a scheme will also afford an excellent 
opportunity to the countries that are genu- 
inely imbued with the idea of giving assistance 
to the less-developed nations. 

It must be added, however, that most of 
these countries possess the resources that are 
needed for development, but only lack the 
capital, technical know-how, and the political 
independence that are so vital for the imple- 
mentation of development plans. The forma- 
tion of the financial pool should therefore be 
accompanied by a clarion call to nations of the 
world to lend their support to the liberation 
of countries which are still under foreign 
domination. 

Writing as a Ghanaian, I would like the 
keen interest manifested in this country in 
our Volta River Project to be implemented 
by deeds in the very near future in order that 
Ghanaians might increasingly enjoy the bene- 
fits of a high standard of living. 


two ways.” 


President Kennedy’s statement represents 
an entirely new conception of the problem of 
technical aid to under-developed nations. It is 
true that for some time, the United States has 
engaged in this trend by changing the ex- 
pression “‘American aid’ to “international 
cooperation.’ Indeed, America has done much 
to promote this new idea. She can do even 
more in the future, not only because of her 
economic strength but especially because she 
has become in the eyes of the whole world a 
living example of progress and prosperity 
achieved by means of private initiative, free 
enterprise, and liberty of the individual. 

The Free World must be grateful that the 
United States, far from being jealous of her 
economic and technical power, has always 
displayed a spirit of genuine generosity in 
sharing her “‘know-how’”’ with other nations. 
This frame of mind is indeed the basic attitude 
for fruitful cooperation among men. 

The Free World, as it is now, could be 
divided into two groups: 

Group I: Nations which have developed to 
a modern and prosperous stage over 
the past two centuries. 

Group II: Less developed nations which could 
not bring their economic and social 
structures to a modern stage, and 
nations which are even unable to 
start on the path of modern develop- 
ment. 

Since the end of World War II, the first 
group of nations has come to agree that some 
assistance should be given to the second 
group. However, in doing this, the psycho- 
logical aspect must be given first consideration. 
It must be understood that the recipient na- 
tions are newcomers on the international 
stage. Most of them have succeeded after a 
long and bitter struggle in shaking off the 
yoke of foreign domination. It is natural that 














they should be sensitive and extremely jealous 
of their newly-found independence. For them, 
dignity is more important than bread. 

It is understandable that these new nations 
are on the lookout and afraid that they might 
be subjected to a new form of domination 
under the cover of economic aid. 

So far, American aid, although devoid of 
any purpose of domination, has always been 
accompanied by tight controls, strict super- 
vision, and a great number of American 
representatives on the spot. These representa- 
tives are often overpaid and maintain a 
standard of living completely out of the 
reach of the “‘natives.’”’ To these new nations, 
this is very reminiscent of the still recent and 
painful presence of the privileged European 
dominators. 

For this reason, American aid would achieve 
greater impact by becoming more flexible in 
its regulations. For instance, the “by Ameri- 
cans” principle is quite understandable from 
an economic point of view since it is only by 
maintaining a sound economy that the U.S. 
can continue to provide assistance to needy 
countries. But under the present formula, 
these countries are often inclined to suspect 
that American assistance is not completely 
free of self-interest and ulterior motives. 

We are indeed glad to note that these essen- 
tial psychological factors are now understood 
by the American Administration and that ef- 
forts are being made to improve the general 
concept of American aid to less-privileged na- 
tions. 

Of course, the needs of the under-developed 
members of the Free World are tremendous. 
It would not be fair to expect the United 
States to carry this heavy burden alone. The 
nations of the Free World who have since 
World War II rebuilt their economy, thanks 
largely to American assistance, should be ex- 
pected to cooperate to the fullest of their 
ability. 

An effective adverse propaganda has made 
it its task to persuade the newly independent 
countries that the West is providing assistance 
with the hidden purpose of maintaining their 
privileges over the formerly colonized terri- 
tories. It is advisable to counter this false 
propaganda and prove the goodwill of the 
Free World towards these territories by means 
of a common program designed to provide the 
most effective means of helping needy neigh- 
bors. 

Much has already been done towards this 
end; and the prospects are good that much 
more will be done in the near future. 

We should mention the international or- 


ganizations such as UNESCO, FAO, the UN 
Special Fund, etc. But something more could 
be done to transform the principle of bilateral 
assistance into one of multilateral assistance. 

Indeed, it must be remembered that the 
under-developed nations are not there to re- 
ceive only. They do have something to offer 
also. International cooperation should work 
two ways. The new nations are eager to bring 
their contribution in the new enthusiasm for 
human understanding and mutual assistance. 

The new nations have an economic potential 
in their soil and subsoil, which they are only 
too willing to place at the disposal of the 
community. But above all, they have their 
humanitarian spirit, their youth, their en- 
thusiasm and their intense longing for peace. 
If understood, they could become the greatest 
stabilizing element in the general quest for 
world peace. 


BOLIVIA 


Victor Andrade—Ambassador to the 
U.S. for more than 10 years, and to 
the Organization of American States. 
Began career as University of La Paz 
professor. In government almost con- 
tinuously since 1930, including cab- 
inet position as Minister of Labor and 
Foreign Affairs. Author of ‘‘Derrum- 
bamiento,"’ a novel on Bolivia's Chaco 
War, in which he served as an officer. 


“_.. the greatest enemy 
of freedom is 


poverty and destitution.’ 


Maintenance of freedom is the responsibility 
of every community that wants to stay free; 
therefore, I do not think that anyone should 
expect the United States to be the sole defender 
of freedom all over the world. 

The struggle to maintain such basic elements 
of human dignity as freedom of belief, freedom 
of speech, and freedom to choose the type of 
association to which the individual wants to 
belong, goes parallel to the resistance to accept 
utilization of power for the domination of man 
over man or society over society. This concept 
is behind the history of all revolutions and 
changes in human society, and such revolutions 
and changes have happened in very small as 
well as in large communities. 

The rest of the world looks to America to 
utilize its formidable strength and multiple 
resources for the collective defense of these 
fundamental elements of human dignity. 
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In this respect, the greatest enemy of free- 
dom is poverty and destitution. We must close 
the gap between standards of living in different 
parts of the world so that all individuals can 
expect the same kind of rewards for the same 
amount and quality of work. This is the 
greatest task that all the nations of the world 
should work toward in the defense of freedom. 


INDIA 


Mahomedali Currim Chagla—Am- 
bassador to the U.S., Mexico, and 
Cuba since 1958. Before this, served 
as Chief Justice of the High Court of 
Bombay since India's independence 
in 1947. Other positions include: Ad 
Hoc Judge at the International Court 
of Justice at The Hague, Vice-Chan- 
cellor of the Bombay University, Act- 
ing Governor of Bombay, and 20 
years law practice. 


.. don’t forget that 
freedom by itself 
is meaningless.”’ 


ee 


The real menace facing the world today is 
the menace of poverty—not Communism. If 
the U.S. is dedicated to preventing the spread 
of Communist philosophy, then it should con- 
centrate all its efforts toward fighting poverty 
and raising the standards of living of under- 
developed countries. 


You believe then that standards of living can be 
raised more effectively through freedom rather than 
through totalitarianism? 


I certainly do, and that is our approach in 
India. But don’t forget that freedom by itself 
is meaningless. Democracy and freedom are 
empty words if they do not eliminate poverty 
and destitution, give food and shelter to our 
people, raise their standard of living. 

The wealth of a country is ultimately what 
it produces, and in order to produce all that our 
people need we have to transform our country 
from an underdeveloped into a developed 
country. We have to industrialize. To do that, 
we need capital and machinery. We could have 
achieved this in India by ruthless methods, by 
suppressing individual liberty and by depress- 
ing further the standard of life of our people, 
by making them consume less and hand over 
most of what they produced to the State. But 
we refused to adopt this method. 


How is this alignment with Free World concepts 
reconciled with India's avowed position of nevu- 
trality in the world? 


Whatever we may be, we are certainly not 
neutral. We are passionately devoted to the 
cause of peace. We are 100 per cent partisan as 
far as that is concerned. We are equally de- 
voted to the cause of freedom. We hate cruelty, 
tyranny, oppression. We genuinely believe that 
the human spirit can only flower in an atmos- 
phere of freedom. 

The U.S. has accepted the doctrine of what 
you call neutrality—what we call non-align- 
ment. You now agree that Laos should be 
neutral. You agree that the Congo should be 
neutral. You agree that a new Africa should be 
kept outside the Cold War. This is the philoso- 
phy that we have been preaching for the last 
30 years. 


India and Red China often are identified as two 
opposing showcases that are being watched closely 
by many nations—by those nations who are now 
determining what their approach to progress should 
be. Why do you believe that India’s approach— 
through freedom—can be more effective than Red 
China's approach—through totalitarianism? 


For the simple reason that man prefers 
freedom to subjection or regimentation. If we 
succeed in transforming our country from an 
underdeveloped to a developed country and in 
eradicating poverty, and if we can do this by 
democratic processes, we will have proved not 
only to our people but to millions of other 
peoples in Asia and Africa that it is not 
necessary to sacrifice individual freedom in 
order to achieve economic prosperity. But we 
must always bear in mind that if the individual 
cannot get at least the minimum of what every 
human being should have through freedom, he will 
try the other way. 


What must industry and commerce contribute to 
improving standards of living? 


There should be greater economic coopera- 
tion between India and the United States, both 
on the governmental and private enterprise 
levels. However, trade and commerce must 
always be a two-way traffic; it would never do 
for us to buy capital goods from the U.S. unless 
the U.S. is prepared to accept from us what we 
can offer and what can fit into America’s large 
and expanding economy. 

In the area of private capital, there is great 
opportunity for Indian-American cooperation. 
I have noticed that American capital is a little 
suspicious of investment safety in India, but I 
find no basis for such suspicion. Perhaps one 


solid indication of investment safety in India is 
that British capital investment in India today 
is larger than it was before independence. 


What is the status of and opportunity for Ameri- 
can business—large and small—in India? 


American business activity is increasing; 
however it should still be on a much larger 
scale. Pharmaceutical, paper, and automobile 
companies are just a few of the many American 
concerns coming into India. And we are attach- 
ing a great deal of importance to the small 
industries in India. We don’t want concentra- 
tion of economic power. 

Specific advantages to American business 
include tax relief, special facilities to tech- 
nicians who go from America to work in 
Indian enterprise, and guaranteed repatriation 
of capital and profits to assure perfect safety of 
investment. We have the technical potential, 
the raw materials, the manpower, the elec- 
tricity. All that we need today is—for a short 
time—capital with which to buy machinery 
and capital goods. 


What can we do together to accelerate develop- 
ment, not only in India, but in other developing 
nations in Asia, Africa, and South America? 


There are business opportunities, to a vary- 
ing degree, in all of them. From a governmental 
standpoint, it is primarily a question of 
economic aid—both in the form of low-interest 
loans and direct grants. And as President 
Kennedy has said, these must be on a long-term 
basis. For example, we now are on a five-year 
plan in India which includes many big projects 
which cannot be accomplished in one year: 
power, irrigation, transportation, construction 
of factories and mills. It is impractical, if not 
impossible, to carry out such projects on 
year-by-year foreign aid. To be successful, the 
U.S. must take a long-term view of what its aid 
is going to achieve, and then make grants on a 
basis that will permit long-term planning on 
the part of the underdeveloped country. In this 
way plans can be made to truly improve the 
standards of people through the priority areas 
of agriculture, irrigation, industry, social 
services, and education. 


What dynamic new plans does India have in the 
field of education? 


What could be more dynamic than the fact 
that after our current five-year plan, we expect 
100 per cent of our school-age children to be in 
school. Today about 60 per cent are going. 

Ten years ago, the number of students 
taking technical education was 10,000; now it 
is 37,000. The number of medical colleges has 
gone up from 30 to 55. The number of uni- 


versity students has increased by 140 per cent, 
and the number of students in schools up 
through the high school level has increased by 
75 per cent. 


One final question. Do you believe that by living 
our own lives and demonstrating the value of free- 
dom, that this will be contagious in the areas of the 
world where there is not freedom today? 


Undoubtedly! If you can satisfy the world 
that the democratic institutions of freedom are 
in the long run better for man, people all over 
the world will accept this. After all, example is 
better than precept. 

We must prove that democracy is not only 
suited to highly industrialized countries like 
Britain and the United States, but also to 
underdeveloped countries like India; that 
democracy is not a luxury which only the 
prosperous can indulge in—it is a way of life, a 
deep and abiding faith which is equally the 
privilege of poor countries struggling to achieve 
prosperity and to do social and economic 
justice to their people. 


NIGERIA 


Julius Momo Udochi—Ambassador 
to the U.S. A member of the Federal 
House of Representatives 1954-59. 
A legal practitioner, he was Hon. Sec- 
retary of the Nigeria Bar Association 
1955-59. He served as Provincial 
Secretary, Nigeria Civil Service Union, 
and co-editor, ‘Nigerian Civil Serv- 
ant,"’ 1942-46. 


"|. progress —unless accompanied 


by devotion to peace — 
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may prove a boomerang.” 


I believe that the problem of world progress 
is tied up with the problem of world peace; and 
that progress—unhless accompanied by devo- 
tion to peace—may prove a boomerang. 

Let us, therefore, resolve: to be just and 
fair in all our dealings with one another; to 
respect the right of one another to live ac- 
cording to our own choice, and to not, by any 
means, either secretly or openly, seek to con- 
vert others to our particular way of life, recog- 
nizing that what is good for us is not necessarily 
good for anyone else. 

Let us resolve to make the United Nations 
Organization a success and address ourselves to 
the problem of disarmament with greater cour- 
age. 
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Great Britain’s top defense leader calls for: 







e Free World maintenance of both long-range nuclear weapons 
and mobile, hard-hitting conventional forces. 

e A balanced military, political, and economic response to the 
Communist challenge. 

e A close working relationship between the U.S., Great Britain, others. 
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In the governmental changes following Great 
Britain's 1959 general election, Mr. Harold 
Watkinson became Minister of Defense, fol- 
lowing four years service as Minister of Trans- 
port and Civil Aviation. He is a Privy Coun- 
cillor and has been a member of the Cabinet 
since 1957. 

Mr. Watkinson first entered Parliament in 
1950 as Conservative M.P. for Woking, the 
seat he represents today. As a back-bencher 
in the House of Commons, he specialized in 
defense, particularly naval problems, indus- 
trial and trade union affairs, and housing, and 
served on his Party's parliamentary committees 
dealing with these subjects. 

An engineer by profession, he is former 
director of a machine tool company, with in- 
dustrial experience including the timber and 
woodworking industry, building, shipbuilding, 
and general engineering. During World War 
ll, he served as an officer in the Royal Naval 
Volunteer Reserve, first in Channel Convoys in 
1940 and later in the Atlantic. 








{ BALANCE 


We all know that our lives are dominated by 
a struggle between the two great power blocs of 
the world. On the one side there is the dicta- 
torial system of Communist Russia. On the 
other side are those of us who do not want to 
be drawn into that system. The whole cause of 
the danger which confronts the rest of the 
world is that the Russians believe theirs is the 
only system which is right and that it is their 
duty to work for its expansion throughout the 
world. On our side, we tolerate and accept 
many shades of opinion about how Society 
should be run, but we do not seek to impose 
them on other people. 

At the end of World War II we all had good 
reason to fear that Russia under Stalin would 
have liked to have imposed Communism on at 
least the rest of Europe by military force if that 
had been possible without too much risk to 
Russia. To assist in the process of conquest, the 
Russians were active in subversive activities in 
Europe. The West, however, had made clear to 
Russia that the cost of overt military conquest 
is too high. In Europe the line of the Iron 
Curtain is well defined. Any break through the 
Curtain carries appalling risks to the aggressor. 
This very fact which has been recognized by 
the Russians has kept the peace. 
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by the Right Honorable Harold Watkinson, Minister of Defense, United Kingdom 


Russians Are Impatient 


The Russians have not, however, ceased to 
believe that their system must eventually 
spread to the rest of the world, that our system 
is wrong, and that it is destined to collapse. 
Since our system has shown no signs of collaps- 
ing, the Russians have not hesitated to advance 
their philosophy by any means open to them. 
They are still doing all they can to “‘fix’’ the 
contest. Although they say they believe that 
the laws of dialectical materialism will of 
themselves bring about the collapse of our 
Society, they are not satified with this. There- 
fore, they are trying to make sure of our 
collapse, by using every device of propaganda 
and subversion. For example, the new nations 
which are emerging in Africa and the Far East 
need peace, stability, and help in all manner of 
ways to get on their feet. The Communist 
world seems to be making an all-out attempt 
to stir up violence and hatred in these coun- 
tries rather than to help them forward to 
ordered self-government by systems of their 
own choosing. 

The nature of the struggle which faces the 
non-Communist world, therefore, is military, 
political, and economic. 











“We do not want to impose our system, 


16 


The Military Task 


The military task of Free World nations is 
first and foremost to preserve world peace by 
continuing to make it evident that the cost of 
major aggression is unthinkably high. Although 
the danger of overt military aggression in 
Europe has diminished, this is only because the 
West has built up and shown its strength. The 
West has proved its determination to maintain 
a powerful nuclear strategic force and a strong 
shield of powerful, mobile conventional forces 
which could react immediately to any minor 
probe or incursion from the other side of the 
Iron Curtain. These forces could hold at- 
tempted aggression, identify it as such, and 
make it clear to the aggressors that if they 
persist the West may be obliged to use its 
nuclear power. Both sides know that once we 
start using our nuclear weapons on each other, 
that is virtually the end of civilization. I there- 
fore see our major military mission as the 
preservation of peace by a combination of long- 
range nuclear weapons and mobile hard-hitting 
conventional forces. 


In addition to this major task of saving 
humanity from global war, it is necessary for 
us to maintain conventional forces capable of 
deterring civil strife and violence, particularly 
in traditionally turbulent parts of the world. 
We all think of the main arenas of conflict as 
comprising Europe and the Far East. There 
are significant differences between these two 
areas, however. The Iron Curtain in Europe is 
clearly defined, and so long as the West keeps 
its strong shield force, with the nuclear power 
in the background, war in Europe is unlikely. 
In the Far East, however, there are still areas 
where the precise line of the Iron Curtain is 
not yet clearly defined, and local political up- 
heavals still go on. Those countries in the Far 
East which do not wish to be drawn into the 
Communist system depend on their allies in 
America and Europe to make it clear that they 
will not permit the Communists to take over 
by overt external aggression. 


British Obligations 


For us British there are additional tasks. For 
example, we have inherited obligations under 
Treaties of Protection entered into by our 
ancestors towards many of the small Arab 
States in the Arabian Peninsula. For this 
purpose we have to keep conventional forces 
stationed there. These forces are constantly 
engaged in preventing arms smuggling, and in 
patrol and other operations which serve to 


or any system, on the new countries.” 


protect our Arab friends from raids and incur- 
sions. This is a police job. We must also protect 
and maintain stability in our remaining 
Colonial territories while we are leading them 
as quickly as possible through successive stages 
of self-government to independence and nation- 
hood. 


Free World Action 


I have said that I believe that if war were 
cheap the Communist powers might resort to 
it to spread the doctrine of Communism 
throughout the world. I have also said that I 
believe we have demonstrated that the cost of 
major war is too high. The main tasks of the 
Free World bloc, therefore, seem to me to be 
these: 


1. We must continue to maintain our mili- 
tary forces while attempting to negotiate a 
satisfactory comprehensive disarmament sys- 
tem with adequate controls. 


2. While maintaining the military apparatus 
to deter a major war in Europe and the Far 
East, we must also play our part in maintaining 
law and order and in preventing violence in the 
less settled areas of the world. 


3. Finally, we must play our part in helping 
the new countries, which we British have 
played a great part in creating, to get on their 
feet and to remain free and independent. We do 
not want to impose our system, or any system, 
on the new countries. We believe, however, 
that they do not want to have the Communist 
system forced on them, and it is therefore our 
duty to do all we can to prevent this happening. 


We Must Keep Our Economies Strong 

In all this, we must keep our economies 
sound and strong. We must produce a surplus 
of resources over and above our own needs. 
These resources must be devoted to defense 
and to helping the emerging nations to estab- 
lish themselves. This means hard and patient 
work of the individual citizen, for industry, for 
science, and for governments. 


Ultimately the basic problem facing all our 
governments is to strike the right balance be- 
tween the military, the political, and the eco- 
nomic aspects of our fight to preserve our own 
way of life. This is the challenge of our age; I 
believe that we shall best meet it by a con- 
tinuation of the close working relationships 
between our two countries and all other freedom 
loving peoples. 











Mr. Kiichiro Satoh, a leading figure in 
Japanese economic circles, has contributed 
much to the expansion of the post-war 
Japanese economy. As Vice-Chairman of 
the Federation of Economic Organization 
and as Japanese representative to the 
Council of the International Chamber of 
Commerce, he has been closely involved 
with Japan's international political and 
economic achievements. 

Since joining the Mitsui Bank in 1917 
immediately after graduation from Tokyo 
University, Mr. Satoh’s emphasis has been 
on international business. He became a 
Director of the Bank after serving as man- 
ager of, the Bombay, Shanghai, and New 
York offices. Shortly after World War Il, 
he was elected President, and he has been 
Chairman of the Board since 1959. 

Mr. Satoh visited the United States re- 
cently, as leader of an economic mission 
sent by the Japanese government. While 
here, economic problems of both countries 
were discussed with President Kennedy and 
others. 
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Free World Cooperation 


by Kiichiro Satoh, Chairman, Mitsui Bank Limited, Tokyo 


Relating Japan’s dramatic post-war econom- 

ic recovery to the international political scene, 

the head of one of Japan’s leading inter- 

national banks says: 

¢ Freedom must be proved by concrete ex- 
ample. 

¢ Small countries must strengthen economic 
relations with outside countries. 

e U.S. balance of payments problem affects 
entire Free World. 

¢ U.S. dollar-savings programs must not ob- 
struct Free World economic growth. 


¢ Other free nations must contribute more 
to economic aid programs. 





Under the dual pressure of the Occupation 
policy, and the extreme war-weariness among 
the Japanese people, Japan enacted soon after 
World War II a Constitution forever renounc- 
ing war and abandoning all fighting forces. The 
Japanese Government, later on under changed 
circumstances, contended that this Constitu- 
tion did not deprive Japan of the right of self- 
defense—the right to defend herself against 
foreign aggression. However, it appears that 
the very existence of this new Constitution has 
led the majority of the Japanese people to rely 
chiefly on the U.S.-Japan Security Treaty for 
the defense of their country. 

















At the same time, some neighboring coun- 
tries, not welcoming Japan’s recovery, and 
especially the resurgence of her defense power, 
have taken all possible measures to agitate the 
leftist elements in Japan into opposing any 
increase in budgetary appropriations for na- 
tional defense. At times, these elements have 
resorted to mass violence as a means of 
obstructing even the strengthening of the 
police force. It is under these circumstances 
that even a slight bungling on the part of the 
Government has led to the abrupt suspension 
of parliamentary functions by leftist mass 
demonstrations, as was evidenced in 1960. Thus 
far no positive efforts for the revision of the 
Constitution have been possible. 






























































notable economic growth 


Spirit of Independence 


According to present indications, however, 
an increasing number of Japanese people have 
the impression that the present Constitution is 
not compatible with actual conditions in Japan, 
not only in the defense phase but also in other 
essential aspects. In parallel with the expansion 
of Japan’s economic strength, the people have 
come to consider that Japan should be armed 
with a certain amount of defense power. It runs 
counter to the spirit of complete independence 
to rely entirely upon the United States for the 
national defense, not to speak of Japanese 
nationalistic sentiment claiming equal standing 
in the security pact. These ideas are bound to 
become more prevalent among the Japanese 
people sooner or later, and it is believed that 
the time will come when the present Japanese 
Constitution, enacted in the turmoil of postwar 
confusion, and so ambiguous in provisions, will 
have to be revised into a more suitable and 
“patriotic” substitute. 

Present day armaments require extremely 
advanced science and technology, which a poor 
nation can hardly afford. Of course, many 
Japanese businessmen are well aware that 
armaments manufacture has the attendant 
advantage of acquiring a high-level develop- 
ment of science and technology. Nevertheless, 
under present political conditions where 
Japanese defense expenditure is less than 10 
per cent of the total national budget, any 
noticeable development of Japan’s defense 
industry is considered difficult, at least for the 
time being. 


Japanese Free Enterprise 


Ever since the end of the War, leftist move- 
ments to frustrate a free enterprise system in 
our economy have been conspicuous. However, 
the majority of the people, especially in the 
rural area, have been too busy in rehabilitation 
work to give any serious thought to the pros 
and cons of the thesis advocated by left wing 
groups. Hence the Communist Party some- 
times gained seats in the Parliament only to 
lose them in the next election. 

In the meantime, the national economy has 
continued expanding, particularly in the last 
few years. In the two years from 1959 through 
1960, the gross national product swelled 39 per 
cent, exports grew 41 per cent, and the ratio of 
capital formation also rose to 36 per cent of 
national income. During this same period, the 
rise in the consumer price was restricted to 
only 4 per cent, and the gold and foreign 
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accomplishing .. . 
under the free enterprise formula . . . 








exchange reserves bulged by nearly $1 billion. 

In retrospect we find that Japan, under the 
regime of democracy—although still in embryo 

has succeeded in accomplishing this notable 
economic growth under the free enterprise 
formula with only a slight tint of state controls. 
Now that the national economy has been 
brought to the present high level of industrial- 
ization, it may be natural to assume that belief 
in free enterprise has taken concrete shape 
among the Japanese people, especially among 
the leaders of the economic sector. Thus, it 
may be analyzed that Japan is being well sup- 
ported by the economic sector as a predominant 
stabilizer, although the political situation has 
been marred sometimes by disturbing incidents. 


Merits of Free Enterprise 

In his inauguration speech, Mr. John F. 
Kennedy, as the new President of the United 
States, pledged that he would fight to the last 
for freedom. We assume that the new President, 
in so saying, represented the voice of the 
American people. The Japanese people may 
not be so positive as the American citizens in 
the sentiment to cherish the freedom of in- 
dividuals. In reality, the general impression is 
that Japan today is suffering from the excess 
or abuse of freedom. It is an opinion of some 
serious-minded people that the freedom of in- 
dividuals should be restricted to a certain 
extent in the interests of the nations as a whole 

Besides, in dealing with outside people we 
must bear constantly in mind that an un- 
expectedly large number of people in less de- 
veloped countries prefers the secured livelihood 
to the privilege of freedom. To some of them 
the ideal to fight to the last for freedom may 
not be sufficiently persuasive. In order to invite 
them into the family of free nations, we must 
not only extend economic assistance, but we 
also must help them to understand the merits 
of economic liberalism and free enterprise, as 
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strongly exemplified in the economic growth 
of war-torn Japan and the Free Republic of 
Germany. 


Communism Promises Big Gains 


Many countries in less developed areas are 
endeavoring to elevate their standard of living 
through swift industrialization, and any of the 
governments of these countries cannot stay in 
power in disregard of this new aspiration. Some 
of those in power apparently are under the 
impression that communism is a quicker 
panacea for this purpose. To rectify this mis- 
take, the superiority of liberalism should be 
shown by concrete examples. 

Communist China has been exhorting its 
people to hard work, promising that its econ- 
omy will take a big leap under the Communist 
system. If, however, it comes to be nationally 
known or admitted that “‘a big economic leap”’ 
is also possible under the system of free econ- 
omy, as in the case of Japan, there is every 
probability that the present tension between 
Tokyo and Peking may be eased. Further, this 
could result in Peking’s relation with Wash- 
ington eventually taking a turn for the better. 


The World Is Changing 


As many people assert, the world is under- 
going a drastic transformation. Utilization of 
the colossal energy available through the 
release of nuclear power and the develop- 
ment of cosmic science heretofore undreamed 
of, are no doubt among the outstanding fea- 
tures of such a change. A still more note- 
worthy transmutation can be found in the 
successive rise of independent nations, large 
and small, out of the former colonies of the big 
powers through the successful consummation 
of racial self-determination. But it cannot be 
overlooked at the same time that some ad- 
vanced countries, becoming aware of the dis- 
advantages resulting from the smaliness of 
their units, have begun to move for the organi- 
zation of larger and more powerful economic 
blocs like the European Common Market, by 
foregoing a part of their sovereign authorities. 


U.S.A. a Living Example 


We in Japan consider the United States a 
living example of the advantages of a common 
market or a larger economic bloc. If a country 
is too small, industrialization is difficult, if not 
impossible. The domestic demand in such a 
country is apt to fall short of the economic unit 
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... small countries 
cannot industrialize 
... Without 
strengthening their 
economic relations 
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with outside countries...’ 
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of industry. Past examples show that an in- 
dustrialized country which has economically 
grown out of proportion to the size of its popu- 
lation has done so by exporting the major part 
of its products to well established markets in 
the world. It is unrealistic to expect many of 
the newly rising nations to make such achieve- 
ments. 

It is generally agreed that the scarcer a 
country’s natural resources, the more that 
country must depend on foreign trade for 
survival. It is equally likely that small coun- 
tries cannot industrialize themselves without 
strengthening their economic relations with 
outside countries in some way or other. Japan 
is small in size and poor in natural resources, 
but her 90,000,000 population places her fifth 
or sixth on the list of world powers, at least as 
far as population is concerned. It may be said 
that the phenomenal expansion of Japan’s in- 
dustry after the Pacific War has been made 
possible partly by virtue of her large popula- 
tion. Many Americans now will agree that 
Japan is a bigger market than she appears from 
her size. 


Japan Follows Suit 
From our viewpoint, the United States econ- 
omy has been subject to a notable change. The 
economic recovery of the Free World during 
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Wide World 


“Some Japanese products can be made perfectly competitive 
with foreign counterparts.’’ Cameras ready for overseas export. 


the 10 years immediately following World War 
Il was almost completely dependent on the 
high productivity of the United States. In 1955 
I visited the United States as a member of a 
survey team of the Productivity Center. While 
in the U.S. I read a book entitled ‘‘We Too Can 
Prosper,’’ by an Englishman, who visited the 
United States on a similar mission. The author 
credited the high productivity of the United 
States as being a principal contributor to U.S. 
prosperity, and he stressed the need for adop- 
tion of the same formula for his country. Later, 
Japan, following suit of countries in Western 
Europe, succeeded in bolstering her productiv- 
ity through maximum investments in plants 
and equipments. As a result, we find that some 
Japanese products could be made perfectly 
competitive with American and other foreign 
counterparts. 

However, the pace of economic growth is just 
as important as the level of productivity. It is 
natural that the annual economic growth rate 
in a fully developed country like the United 
States should stand comparatively low. Even 
in the United States, however, there is increas- 
ing belief in some quarters that the average 
growth rate of two per cent in recent years is 
too low and should be raised. West Germany’s 
economic growth rate on the other hand is 
universally termed ‘“‘miraculous.”’ It appears 
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Japan is a major market for other countries’ raw materials. 
U.S. and British merchant ships in Yokohama Harbor. 


that the key to her notable economic expansion 
lies in the larger weight of export sales in com- 
parison with domestic consumption. 

Therefore, having five years ago found the 
principal cause of U.S. economic prosperity to 
be in the high level of her industrial productiv- 
ity, I would consider it necessary to make a 
more exhaustive study of fundamental reasons 
for the growth of West Germany’s economy 
before proceeding to write a Japanese version 
of ‘‘We Too Can Grow.” 


Balance of Payments 


It appears that a trouble with the free na- 
tions today is the unbalance of international 
payments of the United States. We think that 
it is not a problem of the U.S. alone but is a 
common cause of concern which all her demo- 
cratic allies are called upon to study seriously 
and solve as soon as possible. The plain fact is 
that the U.S. dollar is a widely adopted me- 
dium of international settlements. Further- 
more, the best part of the latest deficit of $4 
billion in U.S. balance of payments seems to 
have flowed out to countries of the Common 
Market, with West Germany at the lead in 
enhancing its foreign currency reserves. In my 
opinion, the unbalance can be rectified to a 
certain extent through understanding co- 
operation among free nations concerned. 


The U.S. Dollar Crisis 


Although some speak of the approach of the 
U.S. “‘dollar crisis,’’ we consider the fear to be 
groundless in view of the big overseas invest- 
ments of the United States. However, the fact 
that the Washington Government has not 
taken any steps to discourage growing overseas 
investments by big U.S. business, is somewhat 
incomprehensible to us in Japan. In the past 
we have suffered frequently from deficits in the 
balance of payments. Under such circum- 
stances, however, attempts have usually been 
made to repatriate such overseas investments. 

Let’s turn to the new dollar-saving program 
adopted by the United States. In the enforce- 
ment of this program, the Washington Govern- 
ment reportedly claims priority for American 
products and ships when using the funds of the 
International Cooperation Agency or Develop- 
ment Loan Fund which are playing a vital role 
in American foreign aid operations. In my 
opinion this new step requires a more exhaus- 
tive re-scrutiny. It is bound to stand in the 
way of the smooth progress of international 
economic interflow among free nations, which 
has just come into the international limelight. 
Not only the new U.S. dollar saving program, 
but also measures taken to cope with the 
deficit in the balance of payments are generally 
liable to result in a temporary standstill of 
economic growth. Considering the importance 
which the United States economy occupies in 
the family of free nations, it is indispensable 
that the U.S. dollar saving program not cause 
any repercussions which might obstruct the 
sound growth of the economy of free nations as 
a whole. This is particularly important under 
the present state of international politics. 


More Aid by Other Nations 


I believe that a more positive extension of 
economic aid to less-developed countries by 
free nations other than the United States, with 
the eventual lightening of Washington’s aid 
burden, are effective methods for further en- 
hancement of Free World economic growth. In 
the fiscal 1961 budget, the Japanese Govern- 
ment has increased its appropriation for over- 
seas aid, although on a minor scale. However, 
Japanese industry is expected to urge the 
Government to be more positive in this respect. 
Furthermore, many business leaders are fully 
prepared to take decisive steps toward furnish- 
ing larger private funds than ever before to 
help propel economic aid operations so that 
Japan may play a more effective role in this 
significant task. 

As the next major step, I propose the start 
of more frank and unbiased talks toward this 
objective among the nations in the democratic 
camp. 














A Global Approach 


An international businessman describes growing opportunities and needs for 
domestic companies to become world companies. He suggests specific approaches to broader markets, 
increased turnover, greater stability. The result: a stronger Free World economy. 











When General Electric's International Group was 
created in 1959, over-all responsibility for all as- 
pects of the Company's international business 
was given to one man, reporting directly to the 
President. James H. Goss became the first head 
of the new group. The move was made in recog- 
nition by the Company “‘of the growing importance 
of foreign markets and the world-wide opportu- 
nities for trade." 

Since that time, General Electric's already- 
extensive overseas operations have continued to 
grow under the concepts Mr. Goss describes in 
his article. 

Mr. Goss, with General Electric for 30 years, 
joined the Company in 1931 as a design en- 
gineer. Management positions in both industrial 
and consumer lines include: General Manager, 
Home Laundry Department; President, Canadian 
General Electric Co., Ltd. (he now acts on behalf 
of General Electric in relationships with this in- 
dependently operated subsidiary): and Vice Presi- 
dent and Group Executive for the Consumer 
Products Group immediately prior to his present 
position. 




















We of this generation live in a world that is 
rapidly changing and as rapidly shrinking. 
This statement may have the ring of a truism; 
but it states a fact, nonetheless. an important 
fact, some of whose implications we are only 
now beginning to realize in business as well as 
in political life. Science and technology have so 
advanced our means of transportation and 
communication that people, goods, news, and 
ideas can readily and swiftly travel to and from 
the ends of the earth. And, as the physical 
world has shrunk in terms of time and distance, 
so the world of ideas- of experimentation, in 
attitudes and relationships quite as much as in 
products and technology has expanded. This 
turmoil of exploding ideas in compressed time 
and space both opens up new horizons and, at 
the same time, imposes limitations on some of 
our accustomed ways of life, dictating to us the 
imperatives of ‘‘oneness’’ in the world. For 
today, as never before, the consequences and 
repercussions of actions at one point are felt at 
many others. Isolation is no longer possible. 

For business everywhere in the Free World 
the great new fact of economic life is that, for 
the first time in the lives of most of us, we are 
now really part of a world economy. This fact 
carries with it not only the implications of 
opening up the horizons of new markets but 
also of the need to face up to the problems and 
challenges of international life. If, as I believe, 
our businessmen as well as our political leaders 
are faced with the necessity of taking a global 
approach to their tasks, then business as well 
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as governments must recognize that, along 
with the opportunities, come problems with 
which it has felt little need to concern itself in 
the past. 


“East-West’’—“‘North-South” 


Among these problems must be counted the 
economic and political tensions that are 
summed up in the geographic terms of “‘East- 
West”’ and ‘“North-South.”” The Cold War 
clearly affects the lives and outlook of each one 
of us, but the businessman perhaps most of all, 
for the increasingly economic emphasis of this 
struggle between system and system has 
placed him literally in the front line of conflict. 
What businessmen collectively do, at home and 
abroad, in managing their companies, in 
stimulating economic growth, and in helping 
underdeveloped nations to raise their living 
standards and modernize their economies, can 
profoundly affect the outcome of this struggle. 


Then again, there is the problem of the 
widening economic gap between the more 
advanced industrial countries of the Northern 
hemisphere and the less-developed areas of the 
South. Though prosperity may not yet have 
attained the status of being indivisible, political 
and social forces make any widening of this gap 
in living levels dangerous: in fact, a narrowing 
is urgently called for. The independence move- 
ments centering on these less-developed areas 
of the world—-a movement that has seen 37 
territories, comprising 30 per cent of the world’s 
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population, achieve sovereignty since World 
War II—will be exacerbated and diverted into 
tumultuous action if this narrowing is not 
achieved. Even now, despite enormous progress 
in some of these countries, the restlessness of 
these peoples has hindered the development of 
political maturity, responsibility, and stability. 
The aid to these countries that can be extended 
by industrial nations is not only the export of 
goods and capital; of even greater importance is 
the development of technical and managerial 
skills and the transmission of production and 
technological ‘“‘know-how.”’ In these and other 
fields the businessman can make the major con- 
tribution; and, though he must exercise the 
same tact and patience as the diplomat in 
tackling these problems, his rewards—in busi- 
ness opportunities, in gratitude, in satisfaction 
—are surely greater. 


A Balanced Managerial Strategy 


To grasp the opportunities opened up by 
these expanding horizons the businessman has 
at hand two implements—trade (exports) and 
foreign investment. A balanced managerial 
strategy must clearly utilize both weapons, 
while not, of course, neglecting the vitality and 
strength of operations at home. As to trade, 
our new global approach must take note of, not 
only the expansion, but also the change in 
“‘mix’’ of the world economy. The quickened 
aspirations of peoples everywhere, at every 
level of economic development, have widened 
demand and stimulated business. World pro- 
duction and travel are increasing; and inter- 
national trade, presently about one-tenth of 
the world’s aggregate Gross Product, is expand- 
ing at about the same rate. Roughly half this 
tradeis nowrepresented by manufactured goods, 
the other half being fuel and raw materials. For 
the industrialized United States, of course, man- 
ufactured goods represent considerably more 
than half the export total. And, though the 
exports of the U.S. and other industrial coun- 
tries may be expected to increase, the composi- 
tion or “‘mix’’ may be expected to change as the 
less-developed nations advance industrially and 
produce for themselves the less-complicated 
items previously supplied through international 
trade. 

This has, of course, been the historical 
pattern of trade. As world demand for a given 
item has grown, so have exports from a few 
supplier nations increased—until other nations, 
advancing technologically and reluctant to 
remain dependent on a foreign source of supply, 
have started to produce their own; and inter- 
national trade in that item, as a consequence, 
slips off. In the electrical industry we have seen 
this pattern in lamps and radios, to name but 
two examples. 


The Changing Economic Mix 


While this pattern reduces international 
trade in those specific items, history also indi- 
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cates that, by and large, the over-all improve- 
ment in the local economy of these new pro- 
ducers creates a demand and purchasing power 
for other items not yet manufactured locally, of 
even greater value than the trade lost. As a 
result, new items enter trade more than replac- 
ing those displaced, and the over-all “‘package”’ 
representing the total value of trade increases. 


Here those with foresight and leadership in 
new goods and services have a real opportunity. 
Through recognition of this changing ‘“‘mix’’ in 
international trade (apart from raw materials), 
and with timely foreign investments to manu- 
facture for the foreign market when no longer 
able economically to supply by trade, American 
business can serve broader markets, increase its 
turnover, and attain greater stability through 
the diversity of operations in a number of 
markets whose business cycles do not coincide. 
But the price of this opportunity, as of liberty, 
is eternal vigilance—vigilance in sensing, and 
facing up to, the inevitable obsoleting of 
previously traded items, and in constantly 
innovating and researching the new products of 
ever higher technology. 


“Balance of Payments” 


One “‘aside”’ is in order at this point. Clearly, 
the international transactions of the various 
countries will not always be in balance, even on 
a multilateral basis. We have recently found 
that the “‘balance of payments” problem can 
affect even so strong a country as the United 
States—though it is often forgotten that we 
have had no trading deficit in a decade, and the 
over-all unfavorable balance of payments has 
been primarily the result of economic and 
military spending overseas more than offsetting 
the surplus in our trading account. However, if 
we will address ourselves energetically to this 
problem, sincerely promoting the attraction of 
tourists and investments from abroad, and 
enlisting the cooperation of other nations now 
able to share the burden of foreign aid expendi- 
tures that we have so far shouldered, it would 
seem that the problem can be reduced to 
manageable proportions. 

But to do this we must also be mature 
citizens, aware that keeping competitively 
“*fit”’ in the world today may require a degree 
of self-discipline that we are not accustomed to. 
“You Americans are used to a margin of safety 
that you no longer enjoy,” the historian 
Arnold Toynbee reminds us. For instance, if we 
do not control inflation, this could be more 
dangerous for the United States than for those 
other nations which have achieved higher 


et our... responsibilities 
ve wider society of free men.”’ 


increases in productivity and enjoy advantages 
from devaluation of their currency. Again, we 
must recognize, in our business and national 
policies, the shifting emphasis in our prime 
contribution to world production and trade— 
from the less-complicated to the higher tech- 
nologies—and must resist the temptation to 
try and maintain the status quo through 
unsound and unimaginative measures. 


Foreign Investment Opportunities 


Turning now to foreign investment, we can 
readily see signs of awareness of the opportuni- 
ties offered and of a willingness to make that 
serious and continuing commitment which 
alone can make a worthwhile contribution to 
the host country and become a source of 
significant profit to the American economy. A 
recent survey of 150 manufacturers noted that 
they increased their appropriations for foreign 
operations to $189.7 million in the last quarter 
of 1960, 8 per cent above the corresponding 
period in 1959 and the fourth year-to-year gain 
in a row. Significantly, these overseas invest- 
ments are also accounting for a larger share of 
the total capital-spending budgets of U.S. 
manufacturers. These same 150 companies 
increased their overseas plans from 15 per cent 
of their total appropriations in 1959 to 21 per 
cent in 1960. 


In such plans it is vital that American busi- 
ness should recognize, and seek to identify 
itself with, the needs and aspirations of the 
individual countries in which a company does 
business. We must remember that there is no 
such thing as a foreign market which is not, at 
the same time, someone else’s home market. 
Though we want, as a prime objective, to 
strengthen and expand our own economy, we 
must do this with due recognition that others 
also want their economies to grow. If we wish 
to participate in the economic development of a 
country, we have to seek out areas of common 
interest where, working with the government 
and the people, we can combine our efforts and 
thus make a contribution. 


Local Partnerships 


The flexibility to develop in harmony with 
the host country’s national needs is not the 
easiest thing in the world to achieve, but it is 
an essential ingredient in a statesmanlike ap- 
proach to business leadership in the world 
today. We have found, in General Electric, that 
one way to achieve this goal has been to 
employ, as soon as possible, nationals in top 
managerial posts, and where appropriate, to 


engage in joint ventures with local partners. It 
is ideal, of course, if foreign personnel of 
appropriate knowledge and experience can be 
found at the outset; but if they cannot, every 
effort should be made to bring them into the 
organization and develop them. Since mana- 
gerial skill takes, perhaps, a longer time to 
acquire than technical ability, this may require 
a relatively long-range investment of our 
managerial and technical personnel. 

With the motivation for corporate foreign 
investment (other than for access to raw 
materials) being primarily to serve foreign 
markets where otherwise the U.S. position 
would decline, and where in most cases the 
foreign investment represents a considerable 
export of capital goods and equipment for the 
venture, this approach to world markets does 
not represent an exporting of American jobs. 
On the contrary, through the export of the 
original equipment and the continuing supply 
of components, it helps sustain employment 
here, while the income derived from the venture 
is nationally beneficial. And here it is interest- 
ing to note that for the United States, and also 
for the United Kingdom, the income derived 
from private foreign investments during recent 
years has, more often than not, exceeded the 
capital outlay for new overseas projects. 
Furthermore, to the extent that American 
private investment profitably goes abroad to 
less-developed areas, carrying techniques and 
“*know-how’”’ with it, there is a reduction in the 
foreign aid required, and so in the burden on 
the American taxpayer. 


The Businessman’'s Responsibilities 


The conclusion is, I think, inescapable that 
the opportunities exist for accelerating the 
growth of our overseas trade and investment. 
To avail themselves fully of these oppor- 
tunities, however, and to avoid the undoubted 
problems that beset this global approach to 
business, American businessmen must, first, 
ensure the vitality of their operations at home, 
making them fully competitive and flexible to 
meet changing demands; they must recognize 
that their strength lies in the higher tech- 
nologies (such as electronics, atomic power, 
transportation and communications systems) 
and in constant innovation to keep ahead of the 
developing industries of other nations; and 
they must maintain a continuing sensitivity to 
the needs and aspirations of those countries in 
which they do business. 

One final responsibility should be cited. The 
division of world thought has created a climate 
in which our purposes as well as our perform- 
ance are being weighed. Therefore, in being 
properly mindful of our responsibility to our 
share owners and our companies, we should not 
allow ourselves to forget our larger responsi- 
bilities to our nation and to the wider society 
of free men. 
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The Soviet Challenge 
in Civil Aviation 


by Stuart G. Tipton, President, Air Transport Association of America 


Soviet civil aviation is a direct threat to Free World strength. 


¢ It is an instrument for national prestige and political in- 
fluence. 


We still have an edge, but Russia is rapidly closing the gap. 


® Russia’s target: 95 per cent of its commercial operations 
jet-powered by 1965. 


© The nation first with supersonic commercial transport could 
well capture the world aircraft market. 


Russian Aeroflot Tu-104B jet aircraft at Vnukovo Airport, Moscow's commercial terminal. 
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There were no airplanes when Kar! Marx put 
together the basic writings upon which Com- 
munism is founded. And a half-century elapsed 
before the first successful revolution based 
upon his theories. During that period, of course, 
the airplane was invented—but its impact was 
relatively slight when the Russian Revolution 
occurred in 1917. 

In fact, the airplane—despite widespread 
utility in ensuing years throughout the world 
played little part in Communism’s growth 
until the past few years. 

Today, however, we have the paradox of the 
“dictatorship of the proletariat’’ using jets, 
prop-jets, and every other kind of available 
plane in its all-out drive to absorb all nations 
into a camp which now numbers 900 millions of 
the earth’s people. 

While the nature of the ideological struggle 
between Communists and free men hasn’t 
changed, the tools most certainly have. And, in 
a period in history where political boundaries 
are fading or changing almost daily, the rapid 
communication afforded by aircraft is peculiar 
to many of the efforts involved in this world 
realignment. 


Soviet vs. U.S. Civil Aviation 
For a clearer understanding of aviation’s 
role in this historic struggle, it is necessary to 
consider it on two scales. First, the relationship 
of the tool—-civil aviation---to the ideology or 
socio-economic system involved, second, the 


relative strength and potential of the Soviet’s 
civil air arm and the United States’ air trans- 
port system. 

From the Communists’ standpoint, civil 
aviation has a primary use as an economic and 
political weapon. It is owned by the State, run 
by the State, and operates to serve the State’s 
specific purposes. It can be expanded or con- 
tracted at will. It is an instrument as flexible as 
Communist policies and aims require it to be. 
A decade or so ago, civil aviation meant 
nothing to the Communists. Today it is vital. 
That is why in a very few years it has been 
transformed from a sluggish, ineffective airline 
system to one of tremendous scope and poten- 
tial. 

From our standpoint, civil aviation is the 
product of free man’s ingenuity. It is an instru- 
ment of government only in the sense that it 
reflects the results of free enterprise which that 
government stands for. The more useful it is to 
the people it serves and the more responsive it 
is to the evergrowing and changing needs of the 
public, the more effective does it reflect the 
strength of its government. 

Our government, of course, regulates civil 
aviation. But it does so under a specific man- 
date from Congress to regulate so as to “foster, 
promote, and encourage’”’ its development. 

The contrast on this first point, therefore, 
might be summed up this way: In Russia, 
civil aviation is as weak or as strong as the 
State determines it should be to meet a given 





“There used to be an old axiom among aviation 
barnstormers: ‘Whenever you land in a cow pas- 
ture to pick up passengers, always try to spot a 
lawyer in the crowd—you'll probably need him.’ 

“Civil aviation spotted Stu Tipton almost a quar- 
ter-ceatury ago when the infant industry needed a 
lawyer for its bigger problems. He has been a 
focal point of aviation progress ever since. Much 
of the legislation in the late 1930's which helped 
bring order from chaos in U.S. air transportation 
stemmed from his work in the legislative section 
of the U.S. Treasury Department. Subsequently, 
he served as assistant general counsel of the Civil 
Aeronautics Board and, in 1944, joined the Air 
Transport Association as general counsel. 

“As Chairman of the Aviation Subcommittee of 
the Senate and Foreign Commerce Committee, I've 
seen much of Stuart Tipton over the years. Time 
and again he has testified before us on the many 
problems involved in air line operation, in de- 
veloping and modernizing the national airport 
system, in air safety, and in developing govern- 
ment policy toward air travel. 

“However, aviation’s greatest challenges clearly 
lie ahead. Talents and minds such as Stuart Tip- 
ton's are most necessary in meeting them." 

Senator A. S. Mike Monroney (Oklahoma) 























“Russia leaves no doubt that it intends t 
perhaps the major force, i 


phase or era of the ‘“‘permanent revolution.”’ Its 
utility on behalf of the Soviet people is a 
subordinate feature. 

In the United States, civil aviation’s weak- 
ness or strength is affected by many cross- 
currents such as the national economy, the 
efficiency of management, competition, the 
policies of government, the state of technology, 
and so on. But its primary purpose— its reason 
for being—is to serve the American people. 

And I think it most significant to emphasize 
this contrast. A captive people’s need is 
subordinated where the State provides facili- 
ties whereas a free peoples’ need is primary 
where the facilities are provided by free 
institutions. This, indeed, is strength on our 
side in a changing world. 


Sudden Build-up in Russia 

On the second point, i.e., equating Russia’s 
civil air strength to ours, it is interesting to 
reflect that such a comparison ten years ago 
would have been ridiculous, so far out in front 
was our system. But the Soviet’s sudden build- 
up of commercial air strength makes an equa- 
tion at this time not only reasonable but 
essential. 

Physically, Russia’s air system can be 
summed up in one word—Aeroflot. Where we 
have a separate aircraft manufacturing in- 
dustry composed of many firms and an airline 
industry consisting of 56 certificated companies 
plus air taxi operators, supplemental carriers, 
etc., Russia has everything wrapped into the 
one company—aAeroflot. That includes airlines, 
general aviation, airports, crop dusting, and 
even military logistics. 

Statistically, Aeroflot flies somewhere be- 
tween 350,000 and 400,000 route miles, serving 


More than a four-fold increase in Russia's 
passenger volume is expected by 1965. 





between 130 and 140 major airports and 
perhaps another 335 cities without improved 
airport facilities. 

The U.S. certificated system as a whole 
totals about 300,000 route miles and the 
number of cities served is well over 700. 


Four-fold Passenger Increase by 1965 


In terms of traffic volume, the same general 
picture prevails. Actual statistics on Russian 
airline traffic are difficult to come by, but most 
reliable estimates place the 1960 passenger 
total at about 10,000,000. This was more than 
any of our individual lines but far below the 
58,000,000 transported by the U.S. industry. 

Close observers of the Russian build-up say 
that the Soviet’s plan is to increase its pas- 
senger volume to 45,000,000 by 1965, by which 
time it expects to have 95 per cent of its opera- 
tions in jet-powered planes. By that time, the 
Civil Aeronautics Board expects U.S. domestic 
airline traffic to total 77,000,000 passengers. 

With respect to passenger service standards, 
the Russians are far behind our carriers. From 
the several rides I had on Aeroflot during my 
visit to Russia last fall, my impression is that 
their service is rather primitive. Cabin interiors 
are poor, oxygen equipment is out in the open, 
stewardesses are poorly dressed, and pressuriza- 
tion left much to be desired. On the plus side, I 
must note that their seats were comfortable 
enough and meals were good. 

The favorable tone of such comparisons, 
however, is mitigated by a look at the specific 
area where Soviet resourcefulness has been 
concentrated—the equipment area. 

Thus, for example, Aeroflot’s fleet consists of 
some 200 jet-powered transports and approxi- 


ai 





While U.S. airlines serve more cities, 
Russia flies more route miles. 
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mately 1600 twin-engine piston engine trans- 
ports. It also has uncounted hundreds of sinyle- 
engine feeder-type planes, helicopters, ambu- 
lance planes, and crop dusters. 

The U.S. certificated airline industry, on the 
other hand, has approximately 1800 planes in 
its fleet, including some 485 jet-powered planes. 

We have a slight edge in quantity of trans- 
ports and, according to our standards, a 
decided edge in quality of aircraft. Yet, when 
you consider that Russia started virtually from 
scratch in the 1950’s and that its build-up has 
occurred almost simultaneously with the 
greatest expansion program in the U:S. airline 
industry’s history——the closeness of the com- 
parison today becomes more meaningful. 


A Long Way in a Short Time 


Russia has come an awfully long way in a 
very short time and, obviously, doesn’t mean 
to stop here. 

Russia leaves no doubt that it intends to be a 
major force, perhaps, the major force in the 
supersonic age soon to be upon us. This is more 
disturbing than words can describe for it is 
generally agreed that the nation first with an 
efficient faster-than-sound commercial trans- 
port could well capture the world aircraft 
market. 

Competition from a nation so powerful as the 
Soviet Union, of course, is to be expected to a 
certain degree. We are prepared to hold our own 
in such competition. But competition over 
specific air routes or in specific markets should 
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The nation first with a supersonic commercial aircraft “could 
well capture the world market.”” Knowledge gained on the U.S. 
Air Force’s Mach 3 B-70 bomber (top) will speed development 
of America’s supersonic commercial transport (bottom). 





not becloud the methods and aims of the 
Communists’ efforts. 


The Tie-in with World Domination 

Recently, Aviation Week editor Robert Hotz 
listed these three areas in which the Soviet’s 
aviation build-up is consistent with the over-all 
world domination plans of the Communists: 

“1. It (the Soviet transport fleet) is making a 
tremendous contribution to the over-all eco- 
nomic development of the Soviet Union by pro- 
viding an element of transport and communica- 
tion never before possible in the vast reaches of 
the 19 Soviet states. 

**2. It is providing Soviet military power with 
a mobility and flexibility it has never before 
enjoyed . . . The air drops in Laos and the swift 
penetration of the Congo by Ilyushin-borne 
Russians are significant straws in this wind. 

‘3. It is providing the thin edge of the wedge 
for eventual large scale economic penetration of 
key areas, paving the way for their eventual 


absorption into the Soviet colonial empire.”’ 

Also significant on this point, I think, is the 
conclusion of the Rand Corporation in its 
project study conducted for the U.S. Air Force 
in which it was stated: 


A Contest for Prestige 


“For the United States it is important to 
recognize the Soviet aviation offensive for what 
it is: not a commercial challenge aimed at 
undermining the air transport leadership of the 
West, not a bid to slug it out with us com- 
petitively in the open market, but a broad 
contest for national prestige and political in- 
fluence that employs aviation as only one of 
many weapons in its versatile arsenal.” 

Such conclusions seem to demonstrate clearly 
the nature of the problem and the high level of 
world affairs into which the civil aviation com- 
petitive struggle has been elevated. 

What we have to offer in return to offset the 
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determined Soviet effort is equally clear. It is 
simply a strong civil air arm capable of sustain- 
ing and reproducing itself in accord with the 
basic principles under which free men live. 

We have all of the ingredients today. We 
need but to consolidate our position. 

The U.S. certificated scheduled airline sys- 
tem is now the world’s aviation leader. It 
handles almost two-thirds of the world’s total 
air traffic. 


A $5 Billion Business 


With a dollar turnover exceeding $5 billion 
annually, it has become an important factor in 
the nation’s economy. 

It has a growing employment with jobs now 
totalling 168,000. In the first full year of the jet 
age, an additional 10,000 jobs have been 
created within the industry itself. Of course, 
many hundreds of thousands of jobs are made 
possible in related industries such as our vital 
aircraft manufacturing industry and thousands 
of small supplier firms. 

These are factors, of course, aside from the 
real job of the airlines which is to serve the 
public, the Postal Service, and the national 
defense. It is significant that airlines are now 
the number one form of public intercity trans- 
portation for passengers, well ahead of railroads 
and buses. 

In the past few years, the airlines have 
invested over $3 billion in jet age equipment 
and facilities to better serve this public. In ten 
years, when airline employment doubled, the 
industry’s investment per employee rose from 
$6,700 to $12,800. 

Clearly, this is a self-propelling industry 
which has expanded in usefulness just as 
Congress envisioned it would under the na- 
tional policy established some 23 years ago. 

There are problems, of course, which detract 
from this native strength and which must be 
thoughtfully approached and solved if we are 
to ward off the Soviet threat successfully. 


The Question of Profits 


Most important at this stage is that airline 
profits in recent years have not been sufficient 
to assure maximum growth for the years ahead. 
In 1960, for example, domestic trunk airline 
revenues were more than $2 billion, but net 
profits after taxes were only $4 million. 

As the new Chairman of the CAB, Mr. Alan 
Boyd, stated recently: ‘‘A certificated industry 
with . . . only 0.74 per cent (earnings) on 
operating revenue, is a problem—and a great 
problem.”’ 

To meet present responsibilities and com- 
mitments for the immediate future, the CAB— 
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after an exhaustive 4!4-year investigation— 
determined that the trunk airlines need an 
earning return that would have produced 1960 
profits of around $118 million instead of $4 
million. 

It must be recognized that it is essential to 
the public that airline earnings reach the level 
that the government has determined is re- 
quired. This is so from the standpoint of the 
quality of service that the airline industry, as a 
utility, provides for the public. And it is so from 
the standpoint of the ideological struggle that 
confronts us on the world today. 

The Russian airline needs no earnings. It is 
not being operated to sustain itself. It is as the 
Rand study noted, a “‘weapon in the arsenal”’ 
of the Communists. Our answer is in the 
proven strength of our system. 


The Next Decade 


The big test will come in the decade ahead. 
And the focal point will be supersonic aircraft. 
Already, the Russian oar is in this pond. Great 
Britain, France, and West Germany also are 
more than actively interested. 

Cost of developing and manufacturing a 
Mach 3 (three times the speed of sound) air- 
craft will be heavy. Estimates as to what those 
planes will cost purchasers range from $12 
million to $25 million per copy, or two to five 
times as much as today’s biggest jets. 

Some nation will produce that plane first. 
And to it will go not only the orders of the 
world’s airlines and the sustaining strength for 
a vital aircraft manufacturing industry, but 
national prestige of a scope that could well tip 
the balance of world opinion in favor of that 
nation. 


U.S. Must Be First 


There is little room for us to ponder this 
situation. Clearly, the United States must be 
first with a supersonic. How essential, then, an 
improvement in the airlines’ earning position is, 
can be seen in this recent statement of CAB 
Chairman Boyd: 

‘“Today’s low (airline) earnings focus at- 
tention on another of our immediate prob- 
lems. Mach 3 is staring us in the face—staring 
the Board, the FAA, the airlines, the airframe 
industry, and the nation’s business. Carrier 
earnings are the only hope for a substantial 
private enterprise contribution to SST develop- 
ment—and the nation must develop one. 
Carrier earnings in the years immediately 
ahead are the only hope that a private enter- 
prise air transport system can absorb the next 
equipment transition.” 


In this Defense Quarterly interview, the man who directed the 
global work of the U.S. Government’s Export-Import Bank 


for more than five years, gives case examples of how effective 


financing can help emerging nations to help themselves. 


WORLD FINANCE: 


Power for Peace 
and World Development 


by Samuel C. Waugh, Former President and Chairman, Export-Import Bank of Washington 





In accepting Samuel C. Waugh’s resigna- 
tion this year, President Eisenhower praised 
him for increasing the efforts of the Export- 
Import Bank in international trade and Free 
World service. To Mr. Waugh, his five years 
as the Bank's top executive highlight almost 
50 years in banking, including directorship 
and presidency of banks in his home town 
of Lincoln, Nebraska. 

Other appointments during the Eisen- 
hower administration included: U.S. Alter- 
nate Governor, International Monetary Fund 
and International Bank for Reconstruction 
and Development; Assistant Secretary of 
State for Economic Affairs; and U.S. repre- 
sentative at many foreign economic and 
financial conferences. 

Recent decorations for services with the 
Export-Import Bank have come from Mexico, 
Chile, Italy, Brazil, Spain, and Japan. 











Mr. Waugh, how would you relate the role of inter- 
national finance to the development needs of the 
world’s emerging nations? 


Among the developing nations, there is a 
great need for more intelligent planning on the 
part of both public and private borrowers. 
Involved in this planning are realistic schedules 
of repayment priorities, better use of manage- 
ment skills, and of course, sound internal 
domestic policies. 


Obviously the role of international finance 
is one of give and take. Its basic objective must 
be to work with the borrower—whether a 
government or a private enterprise—for sound, 
stable, political, economic, and fiscal policies. 


How does the Export-Import Bank fit into this role? 


The objective of the Export-Import Bank 
for more than a quarter of a century has been 
to help finance the international trade of the 
United States. Its directors have always placed 
a broad interpretation on these financing 
responsibilities, to the point where in assisting 
our exporters to finance their international 
trade on sound terms and at reasonable interest 
rates, the bank plays a role in furthering the 
economic development of our friendly allies as 
well as of our own country. 


Specifically loans are made from time to time 
to other governments in what I choose to call 
emergency cases. These are instances where 
shortage of financing would have, without 
support, threatened to close channels of trade. 
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B. K. Nehru, India’s Commissioner General for Economic Affairs, 
and Samuel C. Waugh, transact $150 million Eximbank loan 
for Indian economic development. Map shows scope of Exim- 
bank activity during 27 years’ operation. 


What would be an example of such a loan? 


In mid-1957, for instance, the Prime Minister 
of Japan came to this country and borrowed 
from the Export-Import Bank an emergency 
credit of $115 million for the purchase of 
needed cotton and other agricultural products. 
The Prime Minister demonstrated to the 
Bank’s complete satisfaction the internal fi- 
nancial steps that would enable them to pay the 
loan within one year, which they subsequently 
did. 


How would you compare the function of the Export- 
Import Bank to U.S. aid programs such as the 
Marshall Plan? 


The Marshall Plan and subsequent United 
States aid programs now aiding the emerging 
nations, although operating in the field of 
economic development, should not be confused 
with the banking operations of the Export- 
Import Bank. The distinction, of course, is that 
the Export-Import Bank is concerned with the 





expansion of United States trade and deals in 
the realm of sound loans. A parallel might be 
drawn, though on a different degree, to the 
United Nations and its various aid funds versus 
its affiliated international banking and mone- 
tary institutions. 


Returning to specific examples, can you illustrate 
in more detail a case where a loan supported U.S. 
international trade by helping avert a financial crisis? 


A noteworthy example of such support oc- 
curred with Mexico two years ago. During Holy 
Week following the last two presidential elec- 
tions, which are five years apart, Mexico found 
it necessary to devalue its currency. There was 
much concern that during Easter Week of 1959 
a similar devaluation might be encountered. 

Following extended negotiations, Mexico 
presented to the Export-Import Bank and the 
International Monetary Fund a program to 
improve and stabilize its internal domestic 
economy. On approval of the plan, parallel 
credits were made by the International Mone- 
tary Fund of $90 million, and the Export- 
Import Bank of $100 million for the purchase 
of U.S. goods. 


How effective were the results of this credit? 


The mere announcement of the two credits 
served to eliminate in Mexico, fears of peso 
devaluation, and immediately flight capital re- 
turned and was transferred back into pesos. 
The first drawing on the Export-Import Bank 
credit of $10 million was the only one that was 
made, and the reserves were such that it was 
repaid before the end of the calendar year. 


It is interesting to note that the credit of 
Mexico today is such that an American insur- 
ance company has extended a $100 million loan 
to the Nacional Financiera S.A. 


Are international loans of this type normally 
limited to helping governments hedge against 
financial crises? 


In many cases they are not, but the Bank has 
certainly played a key part in some of the 
crises of recent history. After the Suez seizure, 
for instance, the United Kingdom arranged 
with the Export-Import Bank a collaterally 
secured credit of $500 million, to be used in 
case the emergency arose to pay for their dollar 
imports into Great Britain.. This credit was 
only used in part and was repaid in full before 
maturity. 


During a financial crisis in France, the 
French government came to the Bank and 
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arranged for a seven-year extension of principal 
payments made under World War II lend- 
lease loans. These extensions were not all used, 
and those that were have been repaid. And 
there have been similar credits extended in 
Argentina, Chile, Brazil, Colombia, India, and 
other nations. 


It is agreed that the availability of funds to develop- 
ing nations is an important deterrent against the 
influx of communist doctrines, whose success breeds 
upon poverty. Have you examples of how Export- 
Import Bank credit has contributed directly to na- 
tional or community development? 


I can give you one example, and it could be 
multiplied over and over again in many coun- 
tries. About two decades ago the Export- 
Import Bank, together with Nacional Finan- 
ciera S.A., established a small steel mill in 
Monclova, Mexico. At that time there were no 
paved streets there, only two automobiles, no 
schools, no hospital, no modern conveniences. 
The workmen had no shoes, and were being 
paid one peso—then about 50 cents—a day. 


Today Monclova is a thriving city of more 
than 25,000 people. Nearly 2000 automobiles 
are registered. There are modern homes for the 
workmen, three hospitals, model schools, and 
the workmen draw the equivalent of $5 a day 
plus fringe benefits. 


How about cases where Export-Import Bank credit 
extended to private enterprise, rather than to 
foreign governments, has contributed to interna- 
tional development? 


Here, too, there are many examples. Actually 
the Monclova plant was what we call a mixed 
ownership; that is, it was funded by the Mexi- 
can government plus private capital. 


About five years ago, to take an example of 
pure private enterprise funding, a New York 
firm came to the Export-Import Bank and 
applied for a sizable loan to develop a copper 
mining operation in Peru. It was evident that 
their proposal, as first made, was undercapi- 
talized. The agreement finally reached was that 
four U.S. firms would form a Peruvian corpora- 
tion, and for every dollar of equity they put in, 
the Bank would lend an additional dollar to 
be used for the purchase of U.S. capital goods 
and supplies. 

This eventually developed into a loan of $100 
million, plus a short term credit of $10 million 
to be paid in advance. It was, incidentally, the 
largest single loan the Export-Import Bank 
has made to private industry. 



































Peru’s Toquepala Copper Mine (top), financed jointly by private 
enterprise and a $100 million Eximbank loan, employs between 
2000 and 3000 nationals. The modern church (below) is repre- 


sentative of community development by the project. 


As result of this financing, the Toquepala 
Copper project in Peru, opened in February 
1960, is now employing between 2000 and 3000 
natives at the highest comparable wage rate in 
the country. In addition to training these 
Peruvians, the project has developed schools, a 
magnificent modern church, swimming pools, 
and other recreation facilities. The government 
of Peru receives, in new foreign exchange earn- 
ings, roughly $30 million a year. 


What sort of activities are being conducted by 
Russia that closely approximate those of the Ex- 
port-Import Bank? Would you care to compare 
their approach, and comment on how successful 
they are? 


This is an extremely broad subject. To com- 
pare a purely business transaction arising out 
of our free enterprise system with one pri- 
marily politically motivated and that has 
arisen from a completely controlled economy 
would require lengthy discussion. 
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BRAZIL: Peixoto Dam on the Rio 
Grande, one of Brazil’s largest. 


However, a loose comparison might be 
drawn between the Toquepala project and the 
steel mill the Russians are erecting in India. It 
is being constructed as what might be called a 
“turnkey”’ job. The Russians built it for the 
Indians, and then ask for payment over a 
period of years. 


Is this considered good business? 


In a way, yes. But there is no way of check- 
ing the costs on the project, and the Soviets can 
make the interest rates whatever they want, 
because they control the costs. 


Then is it a fact that the Export-lmport Bank in 
carrying international transactions on a sound 
business basis is helping enhance U.S. respect 
internationally? 


It cannot help but follow. If you transact 
openly, on a sound business basis, any type of 
loan for the development of a utility, road, steel 
mill, paper pulp plant, or mining operation 
becomes an instrument of alliance and respect. 

There is the factor of mutual economic 
stability too. Throughout the Free World there 
seems to be complete agreement that it is most 
desirable to keep the U.S. economy on a sound, 
viable basis. Our country is the largest buyer 
and seller in the world markets, as well as 
being the largest supplier of credit and aid. 
I believe our allies realize that the Export- 
Import Bank, in assisting U.S. exporters inter- 
nationally, helps further development of our 
country as well as their own. 


What do you consider to be the state of financial 
development among the emerging nations of the 
world? 


In the majority of developing countries, 
there is a great disparity between the few 


MEXICO: Ixtapantongo hydroelectric 
plant, one of a series. 
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SAUDIA ARABIA: Road building with 
equipment purchased from U.S. 


wealthy and the great mass of the poor. Few 
private financial institutions exist to make 
medium-term loans, and there is practically no 
domestic long-term credit. Interest rates are 
normally unconscionably high. There are in- 
stances of a lack of social responsibility on the 
part of the wealthy, although happily, there is 
evidence of an awakening in this regard in 
certain countries. 

Certain governments are already undertak- 
ing to assist the development of industry— 
normally in the private sector. In addition to 
financing public projects such as roads, power, 
and transportation, these governments have 
joined with private management to successfully 
stimulate industry. A normal trend is to later 
reduce their government holdings in favor of 
private investors, then turning to encourage 
entrance of other enterprises. 


Returning to your discussion of how the Export- 
Import Bank supports U.S. interests in international 
trade, would you say that its contributions—and in 
fact the bank itself—are well known among the 
nation’s government and business leaders? 


Emphatically, no. It has been a matter of 
great concern to me while travelling through- 
out the United States to learn how little is 
known of the Export-Import Bank. This is true 
in banking circles as well as industry. Happily, 
however, the Bank is far better known abroad. 

To combat this lack of domestic identity, 
during the last five years the directors and 
officers of the Bank have devoted a tremendous 
amount of time and effort to travel, meeting 
with foreign trade groups, bankers associations, 
chambers of commerce, and industrial groups in 
an effort to promote the operations of the 
Export-Import Bank and its value to the 
economy of our country. 








FRANCE: Jet planes for Com- 
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BOLIVIA: Cochabamba-Santa 
Cruz highway across the Andes. Africa and Southern Rhodesia. 


To what extent is American industry dependent 
upon internationally available credit such as that 
offered by the Export-Import Bank? 


That, of course, would be difficult to pin 
down in figures. It might cast some light, how- 
ever, to point out that during the past calendar 
year the Bank’s transactions involved over 
73,000 individual export orders to 99 countries, 
with a total invoice cost of roughly one billion 
dollars. 


We are constantly seeing examples of where 
U.S. business activity is dependent on sound 
international credit. To select one, an American 
agricultural equipment manufacturer recently 
told Congress that if they lost their foreign 
business—a part of which has been financed by 
the Export-Import Bank—they would im- 
mediately have to reduce their payroll by 
10,000 people, or 40 per cent of their work force. 


I do not believe it is generally known, as 
another example, that of the $1.5 billion worth 
of commercial aircraft exported by U.S. manu- 
facturers since 1945, approximately one-third 
has been financed by the Export-Import Bank. 


A good indication of the trend in interna- 
tional credit transactions is evidenced by the 
Bank’s growth rate. During the past five years 
its number of loans increased by 419 per cent 
over the previous five year period, and dollar 
volume grew by 65 per cent. 


To what extent do you believe other Governments 
should carry more of their own financial burdens 
rather than relying upon U.S. or international in- 
stitutions? 


Foreign governments and their banking in- 
stitutions should, in my opinion, extend larger 
credits on a bilateral basis and on longer terms 





MOZAMBIQUE: Railroad linking east 


where shipments from their own countries are 
involved. I believe that in many cases they 
have become too dependent on the inter- 
national financing institutions which have 
largely been supported by United States 
guarantees and dollar contributions. 


Does this imply that the United States should per- 
haps become more conservative in its foreign aid 
policies? 


On the contrary, I believe that in certain 
grossly underdeveloped areas of the world we 
should consider making outright grants. In my 
opinion, we should not make long-term loans, 
disguised by having them repayable in local 
currencies which the United States cannot use 
and which will eventually have to be disposed 
of in some way. 


I believe in international organizations 
wherein the member countries carry their 
proportionate responsibility. Then too, I think 
it imperative that the basic concept of sound 
U.S. dollars be kept in mind. During the past 
decade there have been many changes in the 
financial and economic strength of countries 
throughout the Free World. I think it inevit- 
able that our allies, many of whom have been 
the recipient of assistance from the United 
States, should play a more important role in 
the field of international aid and finance, and 
their reserves indicate they are now in a posi- 
tion to do so. 

But I also think it sound to say that our own 
country, blessed as it has been, should carry 
even more than a mathematical percentage or 
proportion of any agreement undertaken. | 
believe this outlook is essential to carrying 
through our responsibilities toward social and 
economic development in the Free World. 


IRAN: Section of the modern- CANADA: 
Mines, Ltd., Ontario. 
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“The real test will not be 
| : on the battlefield 
, ay but in the marketplace.’ 
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Prime Minister Harold Macmillan 


April 7, 1961 
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